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AFTER FIVE DAYS OF DISCUSSIONS VARIOUS GOP MINISTRIES, 
LUKENS/PATTERSON/GRIFFEL TEAM AGREED THAT LATTER TWO AID 
MEMBERS WOULD PRESENT THEIR VIEWS TO LUKENS FOR HIS INCLUSION 
IN FINAL REPORT. FOLLOWING OBSERVATIONS BY PATTERSON REPRE- 
SENT THOSE JOINTLY DISCUSSED WITH GRIFFEL: 

1. PER DISCUSSIONS IN DEPARTMENT AND AID, PRIOR TO 
DEPARTURE, TEAM POSTURE WAS ONE OF "CREATIVE LISTENING" 
DESIGNED TO UNDERSTAND MORE FULLY NATURE OF GOP REQUESTS 
AND PRIORITIES IN ECONOMIC FIELDS, AND RELATIONSHIP SPECIFIC 
PROJECT PROPOSALS TO BROADER DEVELOPMENT PLANS AND GOALS OF 
PROVISIONAL GOVERNMENT. THROUGHOUT DISCUSSIONS TEAM 
EMPHASIZED TECHNICAL NATURE OF MISSION AND IN RESPONSE 
TO ENQUIRIES OF POSSIBLE U.S. ASSISTANCE STATED THAT VARIETY 
OF MECHANISMS EXISTED IN U.S. GOVERNMENT TO PURSUE THE IN- 
TENSIFIED COOPERATION IN ECONOMIC FIELDS AGREED TO BY THE 
TWO PRESIDENTS. THE PURPOSE OF THIS TEAM WAS TO UNDERSTAND 
GOP PROPOSALS MORE THOROUGHLY IN ORDER ENABLE USG TO DETER- 
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MINE WHICH MECHANISMS FOR COOPERATION MOST APPROPRIATE. 
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2. WITH RESPECT TO OVERALL ECONOMIC PERFORMANCE 
PLANNING AND FINANCE MINISTRY AUTHORITIES IN INITIAL GENERAL 
SESSIONS MADE POINT THAT WHILE ECONOMY NOT ON THE VERGE 

OF COLLAPSE, INFLATION, BALANCE OF PAYMENTS, UNEMPLOYMENT AND 
THE LACK OF INVESTMENT WERE ALL SERIOUS PROBLEMS. THE PRE- 
VIOUS HEALTHY FOREIGN EXCHANGE RESERVE POSITION CONCEALED 
BASIC STRUCTURAL WEAKNESSES IN THE PORTUGUESE ECONOMY WITH 
THE COST OF PORTUGAL'S IMPORTS RISING 60 PERCENT WHILE THE VALUE 
OF ITS EXPORT ROSE ONY 20 PERCENT. WITH DECLINE IN EMIGRANT REMIT- 
TANCES AND TOURISM AS WELL AS HIGH OIL PRICES AND RECESSION 
IN EUROPE, RESULT IS RAPIDLY DETERIORATING TERMS OF TRADE. 

FROM A BALANCE OF PAYMENTS SURPLUS OF $2.8 MILLION IN 

JANUARY 1974, THE DEFICIT THROUGH OCTOBER 1974 IS $400 MILLION 

AND EXPECTED TO BE $600 MILLION FOR THE YEAR. THIS 

REPRESENTS A DECLINE IN RESERVE COVERAGE FROM ABOUT 10 MONTHS 

OF IMPORTS AT END OF 1973 TO ABOUT FIVE MONTHS AT THE 

END OF 1974. SURPLUS AT END OF 1975 IS PROJECTED TO BE 

REDUCED TO ONLY TWO MONTHS' WORTH OF IMPORTS. 

3. PLANNING AUTHORITIES STRESSED THAT INTERIM DEVELOP- 
MENT PLAN IS NOW IN PREPARATION WHICH WOULD HAVE TO YIELD 
TO MORE REFINED PLAN AFTER ELECTIONS IN MARCH. NEVERTHELESS, 
SOME GENERAL PRIORITIES WERE CLEAR: FUTURE INVESTMENTS WERE 
TO BE MORE DIRECTLY RELATED TO IMPROVING INCOME, PRODUCTIVITY 
AND LIVING STANDARD OF AVERAGE PORTUGUESE CITIZEN. THERE- 
FORE, EMPLOYMENT WOULD BE A MAJOR OBJECTIVE AS WOULD LOW- 
COST HOUSING, THE MODERNIZATION OF AGRICULTURE, IMPROVED 
RURAL HEALTH AND EDUCATION, AND THE MODERNIZATION OF THE 
PRODUCTIVE BASE OF PORTUGUESE ECONOMY THROUGH LARGE-SCALE 
INVESTMENTS IN TRANSPORTATION (ESPECIALLY RAIL TRANSPORT), 

PORT MODERNIZATION, AND POWER GENERATION AND DISTRIBUTION. 

4. SPECIFIC PROJECTS DISCUSSED IN RESPECTIVE MINISTRIES WERE: 

A) CROPS AND LIVESTOCK IN ALENTEJO AND IN NORTH; 

B) LIVESTOCK PROJECT IN AZORES; C) REFORESTATION AND 
MODERNIZATION OF PULP INDUSTRY; D) MIDDLE-LEVEL AND VOCATIONAL 
EDUCATION INCLUDING EDUCATIONAL TECHNOLOGY; D) RURAL 
EDUCATION; F) RURAL HEALTH CLINICS; G) RAILWAY MODERNIZATION; 

H) URBAN RAIL TRANSPORT IN LISBON AND OPORTO AREAS; 
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I) CONTAINER SHIPPING PORT FACILITIES AND PORT EXPANSION 
INAZORES AND MADEIRA; J) ELECTRIC POWER GENERATION AND DIS 
TRIBUTION. GRIFFEL HAS DETAILS THESE PROJECTS AS WELL AS 
JOINTLY DISCUSSED ALTERNATIVES OF POSSIBLE U.S. INVOLVEMENT. 

5. DISCUSSIONS THROUGHOUT MINISTRIES REPRESENTED HIGH 
DEGREE PROFESSIONAL COMPETENCE AND WEIGHING OF INVESTMENT 
PRIORITIES. MOST PROJECT PROPOSALS HAD ALSO BEEN PRESENTED 
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TO RECENT WORLD BANK TEAM, AND FOLLOW-UP BANK MISSION 
SCHEDULED FOR JANUARY. 

6. IN FINAL SESSIONS WITH MINISTER OF FINANCE LOPES 

AND FOREIGN MINISTER SOARES, CONTINUING BURDEN ON GOP OF 
RESPONSIBILITIES IN AFRICAN COLONIES WAS STRESSED AND 
NEED FOR FRIENDS TO HELP SHOULDER THAT BURDEN. ALSO AS 
REPORTED REFTEL, FOREIGN MINISTER SOARES STRESSED EMPHATI- 
CALLY POLITICAL NECESSITY SOME DEMONSTRABLE EVIDENCE U.S. 
SUPPORT WELL BEFORE ELECTIONS IN MARCH. 

7. ON BASIS TEAM'S DISCUSSION GRIFFEL/PATTERSON 
IDENTIFIED SEVERAL OPTIONS FOR U.S. ASSISTANCE: 1) HOUSING 
INVESTMENT GUARANTIES WHICH RESPONSIVE TO ONE OF GOP'S 
HIGHEST PRIORITIES; 2) CONSULTANT SERVICES AND TECHNICAL 
EXCHANGE IN VARIETY OF FIELDS EARLY ANNOUNCEMENT OF WHICH 
WOULD BE OF GREAT POLITICAL BENEFIT; 3) POSSIBLE EX-IM 
FINANCING SEVERAL ITEMS AS WELL AS OTHER OPTIONS. TEAM FIRMLY 
BELIEVES THAT RESPONSIBILITY FOR NEXT STEP IN DETERMINING 
NATURE ECONOMIC RELATIONSHIPS NOW LIES WITH U.S. AND THAT 
ANY FOLLOW-ON DISCUSSIONS BE OF A SPECIFIC SECTORAL NATURE 
AFTER THE PARAMETERS OF U.S. INVOLVEMENT HAVE BEEN DECIDED. 
BECAUSE OF IMPORTANCE TO PORTUGUESE ECONOMY OF CONTINUED 
EXPENDITURES IN AFRICA, SUGGEST CONTINUED CLOSE COORDINATION 
WITHIN USG OF ANY PLANS FOR ASSISTANCE THERE TO PROPOSALS 
FOR METROPOLITAN PORTUGAL. 

SCOTT 



CONFIDENTIAL 



NNN 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC COOPERATION, FOREIGN ASSISTANCE 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 19 NOV 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: CollinPO 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974LISBON05044 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D740334-0212 
From: LISBON 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: linkl 974/newtext/tl 9741 132/aaaabajo. tel 

Line Count: 142 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: LISBON 5014 

Review Action: RELEASED, APPROVED 

Review Authority: CollinPO 

Review Comment: n/a 

Review Content Flags: 

Review Date: 29 MAY 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <29 MAY 2002 by rowelle0>; APPROVED <18 MAR 2003 by CollinP0> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ECONOMIC COOPERATION TEAM TO PORTUGAL 
TAGS: EAID, PFOR, PO, US 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




